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Abstract 
Organizational functioning depends on the behaviour and attitude of people within a given society; organizational 
behaviour is extremely influenced by the socio-cultural environment within which the organization operates. The construction 
industry in North Cyprus is a very young industry and application of advanced project management methods and adaptation to 
the changing environment is a challenging process for this sector. The trauma caused by the political conflict on the island is 
presented as a serious challenge for this industry. The future of North Cyprus’s construction industry is embedded in its past, 
this has given it certain social, political and historical characteristics. The on-going political unrest in North Cyprus escalates 
and diminishes at certain intervals. These fluctuations can sometimes be absorbed by the industry, however the frequency is 
such that the industry struggles to adapt and sometimes even to absorb the shocks. 
This paper analyses the socio-political environment of North Cyprus’s construction industry.  Although the organization of 
SMEs in the construction sector in North Cyprus are very simple, the inter-relationships between the companies, the 
fragmentation of the industry and the participation of families in the businesses make this a socially complex system.  In this 
environment, the decision making processes of the managers are not based on structured management disciplines but on abrupt 
decisions that emphasize the family interest of the owner manager under severe uncertainties. Therefore, the unpredictable 
environment within this sector creates a complex environment to manage regardless of the industry’s size. 
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1. Introduction 
At the level of organizations, companies have temporal orientations. These orientations vary with respect to the 
past, the present, the near future and the distant future, and cultural assumptions shaped by these orientations 
influence the management process (Schein, 2004, p:152). The strength of a culture is also related to time and the 
intensity of experiences shared by that society or a group. Schein (2004) further explain this by explaining that “if 
a stable group has had a long, varied intense history it will have a strong and highly differentiated culture”.  
Furthermore, behavior within an organization results from managerial and employee values, attitudes and beliefs 
regarding work and organizations, which influences Organizational functioning.  As Kanungo and Jaeger (1990) 
states “every organization must deal with the management of its internal (socio-technical) and external 
environments, i.e. the management of the people and technology within the organizations as well as the 
management of relations with the environment external to or outside the organization”.   
Although the organizations of SMEs in the construction sector in North Cyprus are very simple, the aim of this 
paper is to show that the unpredictable environment in an economy, where the history (the past) shapes the 
behavior of a culture, highly influences business within the construction sector which creates a complex 
environment for managing projects regardless of the industry’s size. The trauma caused by the political conflict on 
the island is presented as a serious challenge for this industry. The future of North Cyprus’s construction industry 
is embedded in its past, this has given it certain social, political and historical characteristics. 
 The paper, firstly, analyses the complex theory and systems where characteristics of the complex systems are 
discussed. Furthermore, dissipative structure within the complex systems is emphasized to introduce why 
adaptation of the construction industry to the changing environment of the industry is difficult. The difference 
between adaptability and transformation is also introduced here to define whether the construction industry in 
North Cyprus adaptive or dissipative. Secondly, the history and the socio-political environment of North Cyprus 
are analyzed.  Here, the recent history of Cyprus is presented as a major factor which shapes the behavior of 
companies, where the past is a dominant factor in the assumptions of the managers. Thirdly, the impact of trauma 
(conflict) experienced on the island is presented to emphasize the importance of memories of the past and how 
trauma shapes assumptions of groups (society, organizations) in management. Trauma is introduced as the main 
factor adding great uncertainties in a system. The paper finally presents the existing attributes of the construction 
industry in North Cyprus and discuses that these attributes are shaped by the recent history and the trauma on the 
island which makes this sector a complex environment to manage, where the system chooses transformation rather 
than adaptation.  
This study is part of an ongoing research and represents a literature survey prior to empirical research within 
the construction industry.  
2. Complex Systems and Dissipative Structures
2.1. Complex Systems 
Complexity and systems theories  are a valuable perspective that can equip organizational leaders with the 
essential knowledge and understanding of how to respond and adapt to the uncertainties and demands of global 
change (Amagoh, 2008). Complex systems are unpredictable with many variable operating at the same time. 
Systems become complex when several parts of the system interact with each other and depend on each other. 
Complex systems are open systems and are dissipative structures which do not respond to external pressures in a 
linear manner and are subject to instability (Prigogine, 1997).  Roe (1998) suggests that we have to embrace this 
complexity and resulting uncertainty and analyse different subsets of interactions. Complex systems are usually 
considered to be evolving or self-organizing into something new (Ferlie, 2007). Holling and Gunderson (2001) 
state that these systems are self-organized-“Self-organization is a term that characterizes the development of 
complex adaptive systems, in which multiple outcomes typically are possible depending on accidents of history”.  
When an additional agent is introduced to the system the effect of it could be more than the amount introduced 
since the other agents in the system are not evenly distributed. This is the result of the interconnections of the 
system and effects of each introduced agent are multiplied from these network interactions.  
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2.2. Dissipative Structures and Transformation 
There are several factors that influence how a system can manage and survive change, especially with 
intensified competition and globalization. To understand how a system (in this case the construction industry in 
North Cyprus) can adapt itself and to identify the factors influencing the adaptation can be a difficult task.. 
According to Roe (1998) complexity is anything we do not understand because of the large number of 
relationships between agents or stakeholders and other factor that may be beyond the control of the system. Jantsch 
(1980) suggests three types of system change models; (1) deterministic, (2) equilibrium and (3) dissipative. The 
deterministic change assumes ‘controlled behaviour’ within an ordered environment. The equilibrium model 
describes open systems with the ability to adapt, but operating within certain parameters. The dissipative model 
describes transformation when internal and external elements in the system are turbulent enough to create new 
order or a disorder.  
Adaptability has been defined as “the capacity of actors in a system to influence resilience”. By contrast, 
transformability has been defined as “the capacity to create a fundamentally new system when ecological, 
economic, or social structures make the existing system untenable” (Walker, Holling, Carpenter & Kinzig, 2004). 
According to Gemmil & Smith (1985) the change in the dissipative process from one state to another is a coherent, 
simultaneous leap.  Eventually, a variety of possible forms can emerge from such a process; estimating which 
forms are resilient in which environment is very difficult.  
3. North Cyprus –History and Politics 
3.1. History 
Cyprus is an island and shares similar attitudes to businesses as other developing countries and small states in 
particular. These include ; vulnerability to external events, uncertain and difficult transitions to a changing world 
trade regime, and limited capacity in the public and private sectors. Market fragmentation, a limited labor supply 
and dearth of skills, and inadequate access to technology and investment capital are widespread and have real 
constraining effects on the North Cyprus Economy? (World Bank, 2000).  The impact of globalisation is evident in 
this part of the world where players like US, Russia, Turkey, Greece, European Union, Turkish Cypriots and Greek 
Cypriots have interests in this strategic region (Ghosh & Aker, 2006).  Additionally, Cyprus is a single island with 
two state entities and a history of violence between the two communities, the Greek and Turkish. In this 
environment, political problems of North Cyprus take priority over economic concerns and are a serious challenge 
in daily business.  
Cyprus became an independent republic from the British Colonization in 1960.  The first republic of Cyprus 
failed after only three years because of the ethnic conflict between the Turkish and the Greek communities on the 
island. After the conflict the Turkish society was forced to live in enclaves for eleven years where the 
representation of the Turkish society in the formal government was denied. This conflict between the two societies 
eventually initiated a war on the island in 1974 with the intervention of armed forces from Turkey to support the 
Turkish Cypriots After the war, the two communities were completely isolated from each other, and the island was 
divided into two separate parts bordered by a United Nations (UN) Buffer Zone which is known as a Green Line 
controlled by United Nations. North Cyprus has eventually become a de facto state, and declared its independence 
in 1983 as Turkish Republic of Northern Cyprus (TRNC).  
TRNC, commonly called North Cyprus, is a de facto independent republic located in the north part of Cyprus. 
It has received diplomatic recognition only from Turkey, on which it has become dependent for economic, political 
and military support. The rest of the international community, including the UN and European Union, recognizes 
the sovereignty of the Republic of Cyprus over the territory of North Cyprus. Its diplomatic isolation prevents it 
from receiving nearly all non-Turkish external development assistance.  
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3.2. Politics 
In de facto states instead of economic imperatives, politics is the utmost factor that runs the state; therefore 
Lynch describes de facto states as “political animals” (Lynch, 2004:63). In the case of North Cyprus, not only the 
state has to deal with the inherent problems of being a small economy but also has to deal with the problems of 
being a de facto state. Consequently, economics and business on the island is closely related to the politics of the 
island. Furthermore, the recent history of North Cyprus, as shown in Fig. 1, the unfruitful actions taken to resolve 
the on-going conflict, and the interference of external agencies has created a sense of ‘uncertainty’ both in politics 
and economically.   
Fig. 1.   Major Milestones in North Cyprus’ History (Author) 
Even though an overall settlement in the politics of Cyprus would alleviate many of the economic problems of 
the Turkish Cypriots, political considerations have always been considered of greater importance.  Like most 
islands, North Cyprus relies on foreign aid for its sustainability. However, being a de facto state usually blocks this 
sort of aid, it therefore has to find another source of financial aid, or seek a strong patron-in North Cyprus case 
Turkey is acting as a patron. 
4. Trauma & Memory, and Trust 
4.1. Trauma and Memory 
A traumatic event is one that causes horror, terror, or helplessness at the time it occurs, and include community 
violence, acts of terrorism, war experiences, natural and human-made disasters (American Psychological 
Association [APA], 2008). Cultural trauma, on the other hand refers to a “dramatic loss of identity and meaning, a 
tear in the social fabric, affecting a group of people that has achieved some degree of cohesion” (Eyerman, 2001), 
which is caused by a traumatic event, where the memories of “a shared past are retained by the members of a group 
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large or small, that experienced it” (Schuman & Scott, 1989).  Collective memories are most likely to be formed 
and maintained about events that represent significant long-term changes to people’s lives (Pennebaker, Rim,  
Paez, &  Rime, 1997, pp.17). 
The research on trauma has references to remembering the past and mental representation of important events 
in the history at the present. Therefore, memories of the past are very important since they persist into the future.  
Some memories are highly accessible due to the frequency of their occurrences. However, rare, surprising and 
intense traumas or other stressful experiences are also highly accessible memories. Because of the extraordinary 
accessibility of the traumatic memory, a person (or collective) with a trauma is likely to overestimate the general 
frequency of such disturbing events as well as the likelihood of such events happening again in the future  making 
a traumatic memory ‘a lasting reminder of the way things are’ (Berntsen & Rubin, 2007). It is then essential to 
understand memory at a social level to understand how certain professional organizations are affected by the 
memories of the traumatic events of the past and what might be their course of action for the future. 
The actual facts of the history of certain important events are shaped over time as the memories are passed on 
from generation to generation. Additionally, the communities of diverse religious or national communities produce 
significant variations to the content of collective memories (Brockmeier, 2002). “As social groups are mobile, so 
are the borders of their memory and collective identity-formation” (Eyerman, 2001). Once a terrible event in a 
group’s history becomes a chosen trauma, the truth about it does not really matter. From that time on, reality is 
interpreted through inner perceptions and feelings. Especially, when a new conflict situation appears (or a stress in 
the society appears) and tension arises, the current enemy’s mental image becomes contaminated with the image of 
the enemy in the chosen trauma, even if the new enemy is not related to the original one.  “When memory does not 
create shared historical understanding, power dynamics and politics play a greater role in defining truth” (Cohen, 
2010).  
4.2. Trust 
The recent history of North Cyprus, as shown in Fig. 1, has created a sense of ‘uncertainty’.  Rohner, Thoenig, 
& Zilibotti (2012) suggest that conflict induces distrust mainly towards people “outside” the ordinary social 
network. Thus, to explain the distrust to the “others”, the collective memory should be considered neither natural 
nor cultural. However, it is shaped by the history for particular moments and how the power-holders actively and 
strategically sought to change the memory (Rothstein, 2000).  
Virtually all events, experiences, and perceptions are shaped by individuals’ interactions with others. These 
"others," however, are not just any set of unity and people, rather they are groups who conceive their unity and 
peculiarity through a common image of their past.   When people’s lives are interrupted as a result of a tragedy or a 
disaster, their world becomes unmanageable and challenging and often experiences a crisis. As a result, ‘‘people 
attempt to manage discontinuities and disruptions primarily through memories that have cultural salience’’ 
(Becker, p. 182 in Cohen, 2010).  
As Shapiro (1987)  states “trust is a social relationship in which principals-for whatever reason or state of 
mind-invest resources, authority, or responsibility in another to act on their behalf for some uncertain future 
return.” She further stresses that it is necessary to evaluate the sources of the agencies in the complex societies and 
principals’ responses to uncertainty.  
5. Construction Industry in North Cyprus 
5.1. Smallness of the industry 
The capacity and the capability of the construction industry in many developing countries, as in any infant 
industry, are still substantially deficient. These weaknesses are well known and have been widely reported (World 
Bank, 1984; Debrah & Ofori, 2001; Ngowi, 2002). The construction industry in North Cyprus experienced a 
construction boom in the aftermath of the UN Peace Plan known as the Annan Plan for settling the chronic ‘Cyprus 
Problem’. This means that the industry is quite new and underdeveloped facing severe problems as in other 
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developing countries (Mehmet & Yorucu, 2008). Nevertheless, project management practice is still at infancy 
stage in North Cyprus. Additionally, the common perception of the construction industry is that of an industry 
which delivers products and services that are often of inappropriate quality, and that fail to meet client demands for 
price certainty and guaranteed delivery (Lu & Sexton, 2006). This general perception also prevails for the 
construction industry in North Cyprus and it has been worse since the Annan Peace Plan, which prompted the 
construction boom. During the period of 2004 to 2010, several new small construction companies emerged to share 
the profits of the boom and delivered poor quality projects since no proper regulations are in place to regulate the 
construction activities (Hoúkara, Çavuúo÷lu & Öngül, 2009; Yitmen, 2007; Yitmen, 2005). As a result, 
construction work in North Cyprus is characterized by delays, high costs, and poor quality of work, low 
productivity and inefficiency Yitmen (2007).  
According to Tanova (2003) more than 95 per cent of all private sector organizations in North Cyprus are small 
and medium sized. In addition, 88 percent of the employees in the private sector are employed in small and 
medium sized businesses and 89 percent of these are family owned concerned. These statistics indicate that most 
construction professionals in North Cyprus work for construction companies that are family owned. This statement 
is also supported by Egemen (2006) and SPO (2008) who state that there are no large size nor international 
construction firms operating in North Cyprus. Considering that almost all of the local contractors in North Cyprus 
are small, and are family owned, it is only expected that the recent past history of North Cyprus has a great 
influence on management style of the projects.  
5.2. Foreign Aid 
Urgent demand in development and rehabilitation of the infrastructure of the country, followed by the boom in 
the housing construction has initiated several infrastructure projects in North Cyprus. Recently, more funding is 
being generated from international sources such as Turkish Republic, EU and UNDP to tackle this problem. 
Therefore, there are more opportunities in the infrastructure construction industry with larger and more complex 
projects. Unfortunately, available contractors that are qualified to participate in these projects are limited and there 
is a risk that these opportunities might be lost to international firms, a situation has resulted in protests by the local 
industry (Yeni Düzen, 2011).  Just recently, the Association of the General Contractors (AGC) protested against a 
waterline construction project funded and tendered by EU (the tender was open to all EU countries) claiming that 
the tender conditions put the local contractors at a disadvantageous position. It advised the government that, to 
protect local industry?, public tenders should not be open to foreign companies (Havadis Newspaper, 2011).  
However, these protests have been unsuccessful. In September 2012 one of the most prestigious and most 
expensive infrastructure projects (350 million Euros) for North Cyprus, the upgrading of the country’s only airport, 
has been awarded to a Turkish company (“Ercan Havalimani”, 2012). Within the same time frame, two other major 
projects, a water transmission line from Turkey to North Cyprus (including the pipe line, the dam and the pumping 
stations) and the building of five major highways-total of 53km tendered as one lot- has of been awarded to a 
single Turkish construction company. The Turkish Cypriots were not able to participate in the tendering process of 
these projects since the tenders were opened in Turkey and the Turkish Cypriot contactors were not qualified to 
participate in the tendering process. According to the Turkish Cypriot AGC, the volume of these tenders would be 
enough to sustain the local contractors for the next two years and would have provided an environment of growth 
and hope if awarded to local companies.  
5.3. Culture, Globalization and Locality 
Kotey & Merdith (1997) identified that the personalities of the owner/manager are a key aspect of how they run 
their businesses and that their personal values and goals are indistinguishable from the goals of their businesses. It 
is also suggested that owner/managers' personal values influence the strategies they adopt in operating their 
businesses and, ultimately, the performance of their businesses (Vos & Roulston, 2008). Owing to their cultural 
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background and the setting of their operations, owner/managers of contracting firms in the developing countries, 
like their counterparts in other sectors of the economy, have a paternalistic and highly personal management style 
(Damachi, 1978; cited in Ofori, 1991). This personal management style is also shaped by the memories of the 
owner/manager. Early experiences (memories) shape later experiences in such a way that an organization’s 
response to new challenges depend on “attitudes, expectations, feelings, and response possibilities” derived from 
history.  The emphasis is not on reaching or maintaining a certain end point or terminal condition, but on staying 
“in the game” (Pickett et al, 2003).
Vertical integration of construction projects and increased foreign participation in domestic construction 
characterize globalization in the country. As more trade barriers are lifted and as more countries participate in the 
globalization process, North Cyprus, regardless of all the economic obstacles presented from the division of the 
island, is entering an era of increasing competition. This move towards globalization in construction poses both 
opportunities and concerns for less competitive local construction companies. Increased competition from foreign 
contractors could edge out local ones and suppress domestic construction industries. The trend towards foreign 
financed and designed contractual arrangements means that projects are more and more technologically intensive 
which requires more knowledge. Domestic contractors in North Cyprus find the competition difficult, with their 
historic competitive advantage being principally access to local authorities and managing the relationships 
according the current circumstances.  
6. Discussion  
When circumstances of economics, politics and the environment become unstable and uncertain, the process of 
management becomes even more challenging.  Even in well-functioning organizations, where a traditional top-
down, command and control view of leadership the number and diversity of interactions can overwhelm the ability 
of individuals to cope with them (Jaafari, 2003). In addition, war can cause a large group trauma where the society 
develops resistance to change and mistrust of outsiders.   
The project management construction industry in North Cyprus then takes a different approach to manage the 
complexity of the system. The amount of the interactions amongst the agents of the system makes it very difficult 
to predict how this management will shape.  
The analysis of the socio-political environment of North Cyprus’s construction industry clearly indicates that 
this is a very complex sector and helped to identify the management’s behavior as depicted in Fig. 1.2. Fig. 1.2 (a) 
demonstrates how the project management X moves and meets with a resistance and adapts itself and continuous 
to evolve. Fig. 1.2 (a) represents a company where change is achieved by adaptation trying to strategize and 
keeping an evolving management style. We expect to see management behaviour in more stable environments 
where uncertainties can be predicted or managed by the organization. However, Fig.1.2 (b) represents the complex 
environment of North Cyprus Construction industry where the project management, at certain intervals, interact 
with a new agent (uncertainty), and without any resistance (leaps) transforms into a completely different phase  
a b
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Fig.1.2 Dissipative Structure of Project Management in North Cyprus (Author) 
which can be identified with the description of transformability of Walker, Holling, Carpenter & Kinzig, (2004).  
This transformation is the result of the uncertainties beyond the control of the company and the incapacity of the 
smallness to resist uncertainties. At this instant the cultural assumptions of the manager,  where he/she has to rely 
on his/her past and memories of trauma,  plays a great role in project management. Consequently, rather than 
adapting and evolving, the management of the project starts with a different management style where the previous 
memories creates a new order or disorder  in  the management style of projects to deal with the new agent 
introduced in the system and transformation starts.  At this point, the management is no longer resilient. After a 
little while local manipulation hubs (agents) start to evolve with a new system, either being on the ragged edge of 
handling possible consequences of what they started which might require higher effort at the  subsequent phases. 
These efforts gradually lower their energy and eventually stub it out not to face with such results at the previous 
phase. Therefore, the most advancing period of a ‘work’ occurs at the beginning of that ‘work’. Thereafter, started 
work skids into a static period gradually, and halts. 
7. Conclusion 
The turbulent political environment of Cyprus and the events following the war in 1974 has caused a very 
unpredictable business environment in North Cyprus. Hopes of being independent which might encourage growth 
and innovation in Construction Industry is challenged by Cyprus Problem and by the interference of Patron 
country in the local politics of North Cyprus. This has led the companies to be continuously seeking new ways of 
managing of their projects. External interference, institutionalizations of global capitalism along with turbulences 
caused by local manipulation hubs isolates components of social structure -classes, cultures - constantly and 
renders them ephemeral due to not allowing anything to accumulate temporal or social mold layer to arise. In terms 
of complexity theory, dissipative and self-organizing entities arise from such phenomenon. When we look at the 
project management in North Cyprus in construction, therefore, we see similar attitudes of dissipative and self-
organizing environment which can only be explained with reference to the complex system that this sector operates 
within. Regardless of the changes in the system which are beyond the control of the sector, trauma and the 
memories shared in the society will always persist to remind the system of its complexity. Dissipative structures 
are discontinuous and disruptive. Prone to be adaptive but transformative, discontinuous and disruptive 
organizations appear in an unpredictable part of a complex plane during the stochastic process (or random 
process), or even randomly created by the complex plane itself to resist to the order they are shaped within.  
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